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Delegations from the US, Russia, South Africa, and Vietnam visited Cuba during the weeks
following passage on Sept. 5 of Cuba's new foreign investment law. These and other contacts from
interested foreign countries are an encouraging sign to Cuban leaders that foreign investors will
inject much- needed risk capital into the economy, defying the US economic embargo against Cuba.
Nevertheless, Foreign Minster Roberto Robaina said that a bill to tighten the embargo, now in the
US Senate, is having a dampening effect on possible trade and investment deals. The bill would
penalize companies in Europe, Latin America and elsewhere that do business in Cuba (for details
on recent changes in US policy on Cuba, see NotiSur, 10/13/95). The bill, said Robaina, is causing
people who are interested in doing business in Cuba to take a wait-and-see attitude.
Since the loss of economic aid and favorable trade relations with the former Soviet Union after
1991, the Cuban economy has been severely hampered by a scarcity of hard currencies to pay for
imports and of investment capital to stimulate growth in the stagnant economy. But during the
last three years, the Cuban government has opened many areas of the government-controlled
economy to private economic activity. It has, among other things, granted permission for Cubans
to own restaurants and other small businesses, opened farmers' markets where prices are set by
supply and demand, and authorized self-employment in 100 occupations. Perhaps more important,
the government has moved to open the economy to foreign investment. In 1992, the Constitution
was changed to redefine property in more capitalistic terms, permitting various types of private
corporate associations to operate freely, although foreign ownership in any business was restricted
to a maximum of 49%. The new investment law, passed on Sept. 5, frees foreign investors to form
mixed enterprises in association with the Cuban government or with other private investors.
Foreign investors are now permitted to control up to 100% of any business enterprise anywhere
in the economy except in defense, health care, and education. Only as new investment projects go
through the government's approval process, however, will it be clear just how many companies
will be entirely foreign owned, but President Fidel Castro has said that majority ownership by
the government would be the rule. The new law also protects foreign-owned businesses against
expropriation, which could only occur in cases involving "national interest," and with compensation
to the owners made in convertible currency. The law also guarantees unrestricted movement of
capital, repatriation of profits, free trade zones, and a swift approval process for new- business
applications.
One sticking point that has already aroused some concern among potential foreign investors is
the continued restriction on hiring. Employers will still have to hire through state employment
agencies. This system is designed to insure that hard currencies paid out to workers in salaries will
be channeled through the government's hands. President Castro stated explicitly that US citizens
would not be excluded from investing in Cuba nor would the 1.5 million Cubans in the US exile
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community. Indeed, several exiles have been invited to Cuba to discuss capital ventures under the
new free-market rules. According to Cuban government statistics, some 60 Cuban exiles living in
the US have indicated an interest in doing business in Cuba. While in New York for the UN's 50th
anniversary on Oct. 22, Castro is reported to have been invited to a dinner attended by financier
David Rockefeller and other high-powered business leaders. According to the US-Cuba Trade and
Economic Council, a lobbying group pressing the US government for an end to the embargo, Castro
had appointments to meet over 200 business executives during his brief stay in New York.
As a result of the rapid opening of the Cuban economy to market forces and to foreign participation,
foreign investment has leaped forward. According to Ernesto Melendez, Minister for Foreign
Investment and Economic Collaboration, in 1990 there were only three foreign investment projects
underway on the island. By contrast, as of July 1995, 212 enterprises were operating with US$2
billion in foreign capital from over 50 countries. Private estimates are at odds with the official Cuban
figures, in part because of the difference between proposed and actual investments.
In any case, many observers do not believe the capital inflow, particularly in direct investment,
is yet very significant. Cuban leaders themselves say they do not expect the reforms to result in a
dramatic surge in economic growth. One example of the contradiction in investment estimates is
seen in figures offered by the US-Cuba Trade and Economic Council. In sharp contrast with official
estimates, the Council says that US$4.87 billion in foreign investment in the Cuban economy is
in the works, but of that total, only US$551.9 million has so far actually been invested. The major
sources of foreign investment in Cuba have come from Mexico, Spain, Canada, Italy, and Great
Britain. Mexico heads the list of the 50 countries investing in projects on the island.
In 1994, for example, the Monterrey-based Grupo Domos invested in Cuba's telephone system
and has an agreement with the Cuban government to modernize the country's obsolete
telecommunications system. Mexican investors are also involved in tourism, textiles, and cement.
Other Latin American investors showing increasing interest in Cuba include Argentina, Brazil, and
Colombia. For example, Brazilian officials have held talks in Havana on possible investments in
mining, agriculture, pharmaceuticals, and energy. The government of Sao Paulo state, the world's
largest producer of orange juice, is considering investments in Cuban citrus.
Investment interest has picked up markedly with the announcement of the new investment law.
Two weeks after the law was passed, the British government's investment agency, Commonwealth
Development Corporation (CDC), signed an agreement with Cuba for investment in various projects
on the island. The CDC supports development in poorer countries with loans and investments,
mainly in agriculture, food processing, utilities, and industrial materials. Private British investors
are also involved in financial backing for sugar harvests, the cigarette industry, and oil exploration.
David Bishop, CDC representative for the West Caribbean, said the foreign-investment law paved
the way for CDC operations in Cuba because the agency targets the private sector. During early
October, Havana received delegations from the US, Russia, Vietnam, and South Africa, all of whom
were interested in trade and investment possibilities. On Oct. 6, Castro dined in Havana with more
than 40 executives from US companies. Among the dinner guests were high-level executives from
Sears, Tandy, General Motors, Samsonite, K-Mart, The Gap, Rockwell, and Harley-Davison.
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The executives were making a tour of Cuba, sponsored by Time Inc. A Time spokesperson said
the visit was a "private information trip" organized as a "news tour," and no business negotiations
were involved. The trip was made on the same day that US President Bill Clinton relaxed some
restrictions on travel to Cuba and opened the possibility of US news organizations setting up
bureaus there. Ricardo Alarcon, president of the Cuban National Assembly, said he hoped members
of the delegation "had learned what they are missing" as they see investment deals going to other
nations that do not observe the US embargo.
The trip raised questions about possible changes in US policy toward Cuba. Upon announcing the
relaxation of restrictions on travel to Cuba, Clinton said that the enforcement of the embargo would
be tightened. Yet the fact- finding trip by the business group was authorized by the US Treasury
Department, the agency which has primary responsibility for enforcing the terms of the embargo.
Following on the heels of the US delegation, a group of 40 Russian government and military officials
and private- sector representatives arrived on Oct. 10. The delegation was led by First Deputy Prime
Minister Oleg Soskovets. It was the most important group from Russia to visit Cuba in the past
four years. Among the visitors were senior officials responsible for trade, energy, agricultural, food
processing, banking, and finance. The purpose of the visit was to pursue the possibility of renewing
close Cuban-Russian economic and military relations, which have been reduced since the breakup
of the former Soviet Union.
During the visit, Soskovets and Cuban Vice President Carlos Lage signed eight protocols signalling
the intention of the two governments to formalize concrete accords in the near future. Included
in the protocols is an agreement to renew construction of the nuclear power plant at Juragua in
Cienfuegos province. Work began on the Soviet-designed reactor in 1976 but was suspended in
1992 when financing from the former Soviet Union dried up. In the protocol, Russia agreed to
invest US$349 million of the US$750 million to US$800 million needed to complete construction,
while Cuba agreed to put up US$200 million. The next phase of the plan is to form an international
consortium that would raise the remaining capital. According to Rodrigo Ortiz, deputy minister for
basic industry, the consortium "is open to any firms that would like to take part."
At the moment, the countries showing interest in participating in the consortium are Germany,
Brazil, Great Britain, and Italy. A joint Cuba-Russian task force has been set up to find the foreign
investors to take charge of the project. Investors will be repaid with profits earned from the sale
of electric power to the Cuban government once the plant goes on line. The plant is expected to
produce about 15% of Cuba's electric energy needs. Resumption of construction has prompted
complaints from the US that the reactor, a Soviet-built water-cooled design, is dangerous and that
radioactive particles from a nuclear accident could drift as far as Texas and Virginia. But Cuban and
Russian officials say it differs from the design used at the Chernobyl plant in the Ukraine, which
suffered a meltdown in 1986.
Isaac Alayon, director of investment for the Juragua facility, said the design is similar to nuclear
power plants in use in the US. A team of inspectors from the International Atomic Energy Agency
has visited the site and approved the plant design. Nevertheless, the US government has warned
that it will cut US$15 million from its aid program to Russia if the Juragua construction project goes
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forward with Russian assistance. Another protocol signed during the visit was an agreement for
the exchange of sugar for oil. A barter deal is underway for the current sugar crop, by which Cuban
will trade 1 million metric tons of sugar for 3 million MT of Russian oil (see NotiSur, 10/12/95). The
protocol calls for a similar barter arrangement. Cuba will ship 1.5 million MT of sugar to Russia from
the 1996-1997 crop and 1.75 million MT in 1997- 1998. The exact tonnage of oil for which the sugar
will be traded will fluctuate depending on world market prices.
A third protocol extends the current agreement for Russia to rent the military electronic listening
center from the Cuban government at Lourdes, near Havana. The agreement expires in December
and if renewed, could bring Cuba added economic advantage. Currently, Russia pays compensation
with fuel, wood, and military spare parts worth about US$200 million per year.
Following the Russians, a Vietnamese delegation arrived on Oct. 12, led by President Le Duc Anh.
The subsequent talks concentrated on various forms of economic cooperation, though details about
any concrete agreements were not made available. Cuba has longstanding trade arrangements with
Vietnam, importing rice and other foodstuffs and exporting medicines.
Meanwhile, South African Foreign Minister Alfred Nzo arrived on Oct. 12 for discussion with
Cuban officials in charge of foreign investment and basic industries. South African companies are
especially interested in investments in gold and nickel mining projects. This is the second South
African minister to visit Cuba since the restoration of diplomatic relations between the two countries
in May 1994 when President Nelson Mandela took office. An indication of foreign economic interest
in Cuba may come at the annual trade fair, which opens on Oct. 29 in Havana. Fair organizers
are expecting the number of foreign firms attending the event to increase over the nearly 800 that
came in 1994 from 45 countries. In anticipation of a larger number this year, the exhibition space
has been enlarged by 80%. "We think it is important how the international business community
responds to the invitation to participate in the fair at a time when US policy is aimed at drowning
the revolution," said Trade Minister Ricardo Cabrisa. (Sources: New York Times, 07/08/95, 09/06/95,
09/07/95, 09/22/95; Journal of Commerce, 10/10/95; Agence France-Presse, 10/10/95, 10/12/95,
10/13/95, 10/15/95; Inter Press Service, 06/26/95, 09/05/95, 09/09/95, 09/21/95, 10/14/95, 10/19/95;
Reuter, 10/05/95, 10/11/95, 10/12/95, 10/13/95, 10/14/95, 10/19/95, 10/21/95; Financial Times, 06/22/95,
08/26/95, 10/22/95; Notimex, 10/19/95, 10/23/95)
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